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Minneapolis Community Development Agency

Request for City Council Committee Action
Date: September 16, 2003

To: Council Member Goodman, Community Development Committee
Council Member Johnson, Ways and Means/Budget Committee

Referral to: MCDA Board of Commissioners
Prepared by: Jerry LePage, Project Coordinator, Phone 612-673-5240
Approved by: Lee Sheehy, Executive Director

Chuck Lutz, Deputy Executive Director

Subject: Adoption of Grain Belt Tax Increment Financing Plan and Related
Plan Modifications for the Grain Belt Housing Project

Previous Directives: On August 11, 2000, the MCDA Board and City Council approved
an amendment to the Grain Belt Development Objectives, a modification to the Grain
Belt Redevelopment Plan, and an authorization to issue a housing RFP. On February 2,
2001, the MCDA Board selected the Sheridan Development Company (SDC) as the
developer of the Grain Belt Housing Project over three other development proposals,
and awarded it six-month development rights. In July 2001, the Board approved a one-
year extension of the development rights, and approved additional extensions in July
2002 and in February 2003. On June 6, 2003, the Board approved the business terms
for the redevelopment contract with SDC and the Phase I finance plan.

Ward: Third.

Neighborhood Group Notification: The developer has kept the Sheridan
Neighborhood Organization (SNO) informed on the status of the Grain Belt Housing
Project, and SNO continues to strongly support this project. SNO has also received a
copy of this report.

Consistency with Building a City That Works: Addresses Goal 2: Ensure that an
array of housing choices exist to meet the needs of our current residents and attract
new residents to the City.

Comprehensive Plan Compliance: It complies.

Crown Roller Mill,

105 Fifth Ave. S., Suite 200
Minneapolis, MN 55401-2534
Telephone: (612) 673-5095
TTY: (612) 673-5154

Fax: (612) 673-5100
www.mcda.org

Equal Housing and Employment Opportunities
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Zoning Code Compliance: The proposed housing project will require a change in the
current zoning.

Impact on MCDA Budget: (Check those that apply)
_X No financial impact
____Action requires an appropriation increase to the MCDA Budget
____Action provides increased revenue for appropriation increase
____Action requires use of contingency or reserves
____ Other financial impact (Explanation):

Living Wage / Business Subsidy: Living wage and corporate welfare requirements will
be incorporated where applicable.

Job Linkage: Job linkage requirements will be incorporated where applicable.
Affirmative Action Compliance: Will comply.

City Council Recommendations: The Executive Director recommends that the City

Council:

1. Approve the City Council Resolution adopting the Grain Belt Tax Increment Finance
Plan and related Plan Modifications; and

2. Forward this report to the MCDA Board of Commissioners.

MCDA Recommendation: The Executive Director recommends that the Board:

1. Approve the MCDA Resolution adopting the Grain Belt Tax Increment Finance Plan
and related Plan Modifications.

Background:

In February 2001, the MCDA Board granted development rights for six months to the
Sheridan Development Corporation (SDC) for the Grain Belt housing project. The Board
approved extensions of these development rights three times in the last two years to
provide additional time for SDC address some design and historic preservation issues
and to reach an agreement on the redevelopment contract business terms with the
MCDA. SDC'’s current proposal still calls for an all-ownership housing development of
up to 380 units in four development phases and is similar to its original proposal in
terms of land uses and design elements.

At the end of last year, SDC brought in additional partners with financial capacity and
with extensive development expertise. The partners include Peter Pflaum (Plum
Investment Company) and Barry Berg and John Wanninger (Berg & Wanninger). Peter
Pflaum and Ross Fefercorn’s roles will be to direct SDC’s development and financial
matters, and Barry Berg and John Wanninger will be responsible for directing marketing
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and sales. It is the partnership’s intent to provide the equity and bank financing that is
necessary to develop the project.

With the MCDA's assistance, SDC also secured a Metropolitan Council grant of
$775,000, which will be used to finance remaining land acquisition and site clearance in
Phase I.

In June, the MCDA Board approved the specific contract terms and finance plan for
Phase | (the Caswell/Grain Belt Office block) and a more general framework for Phase
Il (the riverfront parcel). The Phase | finance plan approved by the Board authorizes the
reuse of land proceeds from the sale of Phase | land to fund the Phase | public
improvements. Tax increment financing would not actually be needed in Phase I, but
the increment generated by Phase | development would be available to help finance the
public expenditures in Phase Il and the later phases. SDC'’s site plan is attached as
Exhibit 1.

Tax Increment Finance Plans:

There are four plan documents have been prepared for the Grain Belt Housing Project
related to the use of tax increment financing and are necessary for its implementation.
Copies of these plan documents are attached to this report.

Grain Belt Tax Increment Finance Plan: The TIF Plan authorizes public
redevelopment activities and expenditures, establishes a new redevelopment TIF
district for the Grain Belt Housing Project and a budget for expenditures within the
boundaries of the Grain Belt Brewery Project Area. Tax increment will be used to
pay for a portion of the public redevelopment costs associated with the TIF District
starting in Phase I, in addition to MCDA administration costs.

Modification No. 2 to the Grain Belt Brewery Redevelopment Plan: This
modification authorizes the creation of a new TIF district as a tool for carrying out the
redevelopment activities described therein.

Modification No. 2 to the Grain Belt Brew House Tax Increment Finance Plan:
This modification will remove street right-of-way from the existing Grain Belt Brew
House TIF District and will add it to the new Grain Belt TIF District.

Modification No. 96 to the Common Development and Redevelopment and
Common Tax Increment Finance Plan: Since the Grain Belt Brewery
Redevelopment Project Area is within the boundary of the Common Project, a
modification is needed to the Common Project.
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TIF Comparison Sheet

A TIF Comparison sheet is attached as Exhibit 2 that compares Phase | of the Grain
Belt Housing Project with similar TIF projects that have been recently approved.

Comments on Proposed TIF Plan

On August 21°%, the report on proposed Plans related to the Grain Belt Housing Project
were presented to the Development Finance Committee, and it reviewed the report
without comment. Also attached is a City Planning report that was presented to the
Committee of the Whole of the City Planning Commission on September 4, 2003
(Exhibit 3).

The Sheridan Neighborhood Organization (SNO) has been notified about the proposed
TIF Plan and the related Plan Modifications and continues to support SDC’s
development proposal. Notices were also sent to: the Minneapolis Park Board,
Hennepin County, the Minneapolis School Board, Bottineau Neighborhood
Organization, St. Anthony West Neighborhood Organization, Above the Falls Citizen
Advisory Committee, Northeast Business Association, and the owners of property within
the proposed TIF district.

Project Timetable

Assuming approval of the proposed Tax Increment Plan by the full Council and Board
on September 25, 2003, we will immediately submit a request to the County to certify
the Grain Belt TIF District. Staff is currently working with SDC on the redevelopment
contract, and we expect that this will be signed in October. We will be proceeding with
the acquisition of the two privately-owned properties in Phase | (130 13" Avenue NE
and 132-134 13" Avenue NE) and the relocation of the one owner-occupant and the
three tenants. Staff will also be returning to the Board later this year for approval of the
land sale to SDC of the Phase I site. It is hoped that demolition/site clearance on the
Phase | site will occur this fall or early next spring so that SDC can start construction by
May 1, 2004.



Adopting the Grain Belt Tax Increment Finance (TIF) Plan, Modification No 2
to the Grain Belt Brewery Redevelopment Plan, Modification No 2 to the
Grain Belt Brew House TIF Plan, and Modification No 96 to the Common

Development & Redevelopment and Common TIF Plan

RESOLVED BY THE CITY COUNCIL OF THE CITY OF MINNEAPOLIS:

Section 1. Recitals
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1.3

14

Pursuant to Laws of Minnesota 1980, Chapter 595, as amended, and the
Minneapolis Code of Ordinances, Chapter 422, as amended (the “Agency Laws”)
the Housing and Redevelopment Authority in and for the City of Minneapolis (the
“City”) has been reorganized, granted additional powers, and designated the
Minneapolis Community Development Agency (the “Agency”) with the authority
to propose and implement city development districts, housing and redevelopment
projects and tax increment financing districts, all pursuant to Minnesota Statutes,
Sections 469.001 through 469.134, and 469.174 through 469.179 as amended;
and Laws of Minnesota 1971, Chapter 677 (collectively, the “Project Laws”).

By Resolution duly adopted on December 19, 1986, the City of Minneapolis (the
"City) approved the creation of the Grain Belt Brewery Redevelopment Project,
and the Grain Belt Brewery Redevelopment Plan, which was further modified on
August 11, 2000 which modification amended the Grain Belt Development
Objectives, and an expansion of the Grain Belt Redevelopment Project Area
boundary.

By Resolution 2000R-257 on June 13, 2000, the City adopted the Grain Belt
Brew House Redevelopment Plan and the Grain Belt Brew House TIF Plan, and
by Resolution No 2001R-540 on December 28, 2001, further modified the TIF
Plan updating the TIF budget to reflect redevelopment terms approved by the
City Council.

That by Resolution No 89R-530 duly adopted December 15, 1989 and approved
December 21, 1989, the City of Minneapolis (the “City”) has approved the
creation by the Agency of the Common Development and Redevelopment and
Common Tax Increment Financing Plans, (the “Common Plans”) relating hereto,
all pursuant to Minnesota Laws. The Grain Belt Brewery Redevelopment Project
Area (the “Project Area”) is included within the Common Development and
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1.6

1.7

Redevelopment Project Area and Common TIF District. The parcels included in
the new Grain Belt TIF District which remain within the existing Grain Belt
Brewery Redevelopment Project Area. However, the new Grain Belt TIF District
is not being incorporated into the Common Project and will not be subject to the
existing Common Project obligations and commitments.

It has been proposed and the Agency has prepared, and this Council has
investigated the facts with respect to a proposed Grain Belt TIF Plan, a proposed
Modification No 2 to the Grain Belt Brewery Redevelopment Plan, a proposed
Modification No 2 to the Grain Belt Brew House TIF Plan, and a proposed
Modification No 96 to the Common Plans (“collectively, the Plans”). The Plans
create a new free-standing TIF district, and modify the existing Plans and
Common Plans to accommodate the activities and financing related to the
proposed project, all pursuant to and in accordance with the Project Laws. The
Plans designate property to be included within the boundaries of the TIF District,
designate property that may be acquired, identify a budget for expenditures,
reflect project activities and costs, and establish a redevelopment TIF District; all
pursuant to and in accordance with the Project Laws.

The Council hereby determines that it is necessary and in the best interests of
the City at this time to approve the Plans to reflect project activities and costs in
the Project Area and TIF District.

The Agency and the City have performed all actions required by law to be
performed prior to the adoption of the Plans, including, but not limited to, a
review of the proposed Plans by the affected neighborhood groups and the
City Planning Commission, transmittal of the proposed Plans to the Hennepin
County Board of Commissioners and the School Board of Special School
District No 1 for their review and comment, and the holding of a public hearing
after published and mailed notice as required by law.

Section 2.  Findings for the Adoption of the Plans
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2.2

2.3

The Council hereby finds, determines and declares that the objectives and
actions authorized by the Plans are all pursuant to and in accordance with the
Laws.

The Council hereby finds, determines and declares that the Plans will afford
maximum opportunity, consistent with the sound needs of the City as a whole,
for the redevelopment of the Project Area by private enterprise, as the proposed
development is necessary in order to finance a portion of the public
redevelopment activities necessary to implement the project.

The Council further finds, determines and declares that the land in the Project
Area would not be made available for redevelopment without the financial aid
to be sought.
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2.6

The Council further finds, determines and declares that the Grain Belt TIF District
is a redevelopment district pursuant to Minnesota Statutes, Section 469.174,
Subdivision 10. The Council further finds, determines and declares that the
property to be included in the TIF District consists of property that qualifies for
inclusion in a redevelopment TIF District as the property includes: parcels that
are unimproved and vacant, paved parking lots, paved street rights-of-way,
commercial/industrial buildings, and residential wood framed rental dwellings,
which buildings are found to be substandard under statutory criteria. The site
analysis included interior inspections of the residential properties and the
conditions therein do not meet the livability standards required for safe, sanitary,
human occupancy. Structures are in poor condition and do not meet established
codes and ordinances. Interior inspections revealed the presence of roof and
ceiling damage caused by ice damming and worn roofing materials, damaged
siding and trim, peeling paint, broken storm doors and windows, deteriorated
egress stairs with rotted members, improper railings, missing or disconnected
gutters and downspouts, illegal and outdated plumbing, defective and outdated
heating equipment, lack of adequate means of egress, lack of adequate
insulation, lead based paint, poorly maintained exterior components, obsolete
materials and lack of reasonable maintenance. The site analysis also included
an interior inspection of the commercial property and the conditions therein do
not meet the standards required for safe, sanitary, human occupancy. These
structures do not meet current city codes and ordinances, including building,
energy, accessibility and fire codes for new construction. The buildings lack
adequate ventilation, heating systems, and smoke detectors, contain illegal
electrical exposed wires and inoperable fixtures, damaged windows, and
asbestos materials. Itis concluded that all buildings (100%), commercial and
residential, are found to be structurally substandard under statutory criteria. The
properties are blighted and substandard to a degree requiring substantial
renovation and or clearance. The vacant land is an uneconomic use of inner city
real estate. The reasons and supporting facts for this determination is
documented and retained by the Agency. The site analysis report was
completed by Jan Ryan in June, 2003.

The Council further finds, determines and declares that the Plans conform to
the general plan for the development or redevelopment of the City as a whole.
Written comments of the Planning Commission with respect to the Plans were
issued, are incorporated herein by reference, and are on file in the office of
the City Clerk.

The Council further finds, determines and declares that the use of tax increment
financing is deemed necessary as the proposed development would not
reasonably be expected to occur solely through private investment within the
reasonably foreseeable future and that the increased market value of the site that
could reasonably be expected to occur without the use of tax increment financing
would be less than the increase in the market value estimated to result from the
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2.8

proposed development after subtracting the present value of the projected tax
increments for the maximum duration of the district permitted by the plan. Until a
feasible reuse was found for the historic Brewhouse, it had been difficult to
proceed with the development of housing in the Grain Belt area. The Grain Belt
Development Objectives® were amended to represent a more comprehensive
housing development strategy for the Grain Belt area by identifying five specific
sites that have housing potential. On August 11, 2000, the MCDA Board and
City Council approved an authorization to issue a request for proposals (RFP)
for housing development on four of these five sites based on the amended
Development Objectives. In 2001, the MCDA Board selected the Sheridan
Development Company (SDC) as the developer of the Grain Belt housing
project. From the beginning, the assumption has been that the development of
housing within the boundaries of the Grain Belt Brewery Redevelopment Project
would be a complicated project and would take time to develop because it
involves multiple sites and development phases and is located in an historic
district near the riverfront area. Historic preservation concerns (i.e. discovery of
the Orth Brewery foundations) and area parking needs (i.e. replacement parking
requirements for the Agency-owned Bottling House and Warehouse) were
significant issues that needed to be resolved. In the meantime, the impact of tax
reform needed to be reevaluated for the project. Significant progress has been
made in the past several months as SDC has added extensive development
expertise and capacity to its development team and has assisted the MCDA in
securing a Metropolitan Council Livable Communities Demonstration Act grant to
finance land acquisition and site clearance in Phase I. The public redevelopment
activity, expenditures and market values associated with the project results in a
series of calculations and figures that clearly passes the “market value test” of
Minnesota Statutes, Section 469.175, as provided in the plan document. Itis
therefore the opinion of the City of Minneapolis that the development in this TIF
District could not occur solely through private investment within the foreseeable
future.

The Council further finds, determines and declares that the entire fiscal disparity
contribution required of the City for development occurring within this district be
taken from outside the Grain Belt TIF District. The election provided in the
Minnesota Statutes Section 469.177, Subdivision 3, paragraph (a) is elected.

The Council further finds, determines and declares that it is necessary and in the
best interests of the City at this time to approve the Plans.

1 “The Minneapolis Plan” shows the upper river as amajor housing site that should see significant housing
development in the future. The “Grain Belt Brewery Area Development Objectives’, approved by the City Council
on 9/13/96 states: “ to encourage appropriate residential development that maximizes the value of the riverfront
amenity and the historic setting”. “Potential New Construction Housing Development Sites” included in the Grain
Belt Development Objectives states. “Five sites. . .have potential for new housing and are being proposed as
possible housing development sites...contributing resources in terms of their potential for adaptive reuse and in light
of current demand for housing near theriverfront...”.



Section 3. Approval of the Plans; Creation of TIF District

3.1  Based upon the findings set forth in Section 2 hereof, the Grain Belt TIF Plan,
Modification No 2 to the Grain Belt Brewery Redevelopment Plan,
Modification No 2 to the Grain Belt Brew House TIF Plan, and Modification No
96 to the Common Plans presented to the Council on this date are hereby
approved and shall be placed on file in the office of the City Clerk.

Section 4. Implementation of the Plans

4.1 The officers and staff of the City and the Agency, and the City's and the
Agency's consultants and counsel, are authorized and directed to proceed
with the implementation of the Plans, and for this purpose to negotiate, draft,
prepare and present to this Council for its consideration, as appropriate, all
further modifications, resolutions, documents and contracts necessary for this
purpose.



EXHIBIT 1




Grain Belt Housing Project (Phases 1)

Comparison to Recent Tax Increment Financing Projects

EXHIBIT 2

Current Project

Recent Tax Increment Financing Projects

Grain Belt
Housing Stone Arch East River Mews
(Phases 1 Only) Apartments (Fmr. Unocal Site) Grant Park
Location
Ward 2 2 2 7
Neighborhood Sheridan Marcy Holmes Prospect Park Elliot Park
Address/Intersection 13th./ Marshall 600 Main Street 825 Thorton Ave. 5th Ave & 10th St
Type of Project Housing Housing Housing Housing
(Ownership) (Rental) (Ownership) (Ownership)
Project Description
Size (sq. ft.) - Industrial 0 0 0 0
Size (sq. ft.) - Office 0 0 0 0
Size (sq. ft.) - Retail 15,000 (optional) 0 0 0
Jobs Created/Retained Unknown 0 0 0
Total Living Wage Jobs Unknown 0 0 0
Total Housing Units 145 221 53 328
Total Affordable Units 0(a) 45 11 (5 on-site) 0
Percent Affordable Units 0% (a) 20% 21% 0%
Parking Stalls - Surface Visitors 26 Visitors Visitors
Parking Stalls - Structured 145+ 212 53+ 531
EMV Upon Completion $38,400,000 $20,800,000 $17,840,000 $93,158,000
Projected Annual Taxes $625,000 $415,000 $290,000 $1,500,000
Financing
Total Development Costs $30,000,000 $33,376,765 $18,580,000 $107,331,000
Private Costs $27,750,000 $29,426,765 $16,099,729 $99,731,000
Public Costs $1,950,000 $3,950,000 $2,480,271 $7,600,000
Percent Public 6.5% 11.8% 13.3% 7.1%
Sources of Public Assistance Land sale proceeds TIF ($3.2M) TIF ($1.166M) TIF ($7.3M)
($1.2m) DTED grant ($750K) DTED/Met. Council NRP grant ($300K)
Met. Council LCDA pollution grants
grant ($750K) ($1,314,271)
T/E Financing Provided No (Phase 1) Yes Yes Yes
Potential (Phase Il)
Recapture Provisions Yes Yes Yes Yes
TIF District Type Redevelopment Housing Redevelopment Redevelopment
Projected TIF District Duration 26 years 26 years 26 years 26 years
TIF Financing Vehicle No TI for Phase I. TIF pay-go note TIF revenue TIF revenue
TIF financing notes & bonds notes & bonds

vehicle for Phase I
not yet determined.

Other Information

City Priorities

Affordable housing
& removal of blight

Affordable housing
& pollution cleanup

Affordable housing
& pollution cleanup

Preserve and
expand upper
income housing

Neighborhood Support

Yes

No

Yes

Yes

Miscellaneous

Complete the
renovation of

the Grain Belt
project area

Redevelopment of
a very polluted site
in a residential
neighborhood

(a) This project is not subject to the City's Affordable Housing Policy. The Developer will attempt to provide some

affordable units at the following levels:

5% of the units in Phases | & Il @ 60% of MMI (Metropolitan Median Income)
10% of the units in Phases | & 1l 60%-80% of MMI (Metropolitan Median Income)







EXHIBIT 3

MINNEAPOLISCOMMUNITY PLANNING & ECONOMIC DEVELOPMENT
DEPARTMENT REPORT

Redevelopment and Tax I ncrement Financing Plans

DATE: September 4, 2003

PROJECT NAME: Grain Belt Tax Increment Finance Plan; Modification No. 2 to the Grain Belt Brewery
Redevelopment Plan; Modification No. 2 to the Grain Belt Brew House Tax Increment Plan; Modification No. 96 to the
Common Development, Redevelopment and Tax Increment Plan

SUBMITTED BY: CPED MCDA

CONTACT PERSON and PHONE: Jerry LePage, 673-5240

CPED PLANNING STAFF and PHONE: Jennifer Bever, 673-3859
WARD:3

NEIGHBORHOOD GROUP: Sheridan Neighborhood Organization; Bottineau Neighborhood Association; St. Anthony
East Neighborhood Association; St. Anthony West Neighborhood Association

PROJECT DESCRIPTION: The Grain Belt Tax Increment Finance Plan creates a new, separate tax increment district
to pay for site preparation and public improvements for a four-phase housing development within the Grain Belt
Redevelopment Project Area. The Grain Belt Tax Increment District will be a separate district from the Grain Belt Brew
House Tax Increment District that was used for renovation of the Grain Belt Brew House into office space.

Modification No. 2 to the Grain Belt Brewery Redevelopment Plan authorizes creation of the new district. Modification No.
2 to the Grain Belt Brew House Tax Increment Plan removes street right-of-way from the original Grain Belt Brew House
Tax Increment District for inclusion in the Grain Belt Tax Increment District. Modification No. 96 to the Common
Development and Redevel opment Plan and Common Tax Increment Finance Plan is required because the Grain Belt Brewery
Redevelopment Project Areais within the boundaries of the Common Development and Redevelopment Plan. While the new
Grain Belt Tax Increment District is located within the Common Development and Redevelopment Plan area, the district will
not be incorporated into the Common Tax Increment Project.

Phase | (the Caswell/Grain Belt Office block) of the project will construct approximately 145 units of owner-occupied
housing, 15,000 square feet of neighborhood commercial space and 238 parking spaces. Parking for Phase | will be
structured, underground parking within the Phase | development. The parking will accommodate the needs of the housing
units, commercial space, and the Grain Belt Office Building located at 1215 Marshall Street NE. Phase | (riverfront area) of
the project will construct approximately 107 units of owner-occupied housing. Development of Phase lll (Grain Belt
Bottling House Addition) and Phase IV (Ryan Interim Parking Site) proposes to create approximately 126 units but is
dependent on the success of Phases| and 11 and will most likely occur after 2006.

COMPREHENSIVE PLAN: The Grain Belt Housing Project is located in the upper river area which is a designated
Major Housing Site in The Minneapolis Plan. Broadway Street NE is adjacent to the Grain Belt Complex and is a designated
Community Corridor in The Minneapolis Plan. The Upper River Master Plan identifies the Grain Belt Brewery Complex as
akey component in revitalizing the east bank of the Upper River area. Applicable policies and implementation steps from
The Minneapolis Plan area as follows:




Community Building

1.1  Minneapoliswill recognize and celebrateitshistory.

Implementation Steps
Incorporate heritage preservation at the earliest stage of planning for new development and neighborhood revitalization
Encourage new developments to retain historic structures, incorporating them into new development rather than demolishing them.

4. M ar ketplaces: Neighbor hoods

4.1  Minneapoliswill encouragereinvestment along major urban corridorsasaway of promoting growth in all neighborhoods.

Implementation Steps

Develop standards based on a recognition of the qualities that make urban corridors desirable, viable and distinctly urban, including; diversity of
activity, safety for pedestrians, access to desirable goods and amenities, attractive streetscape elements, density and variety of uses to encourage

walking, and architectural elements which add interest at the scale of the pedestrian.

4.2  Minneapoliswill coordinate land use and transportation planning on designated Community Corridors streetsthrough
attention to the mix and intensity of land uses, the pedestrian character and residential livability of the streets, and thetype
of transit service provided on these streets.

Implementation Steps

Strengthen the residential character of Community Corridors by developing appropriate housing types that represent variety and a range of
affordability levels.

Promote more intensive residential development along these corridors where appropriate.

4.9  Minneapoliswill grow by increasing its supply of housing.

Implementation Steps
Support the development of new medium- and high-density housing in appropriate locations throughout the City.

411 Minneapoliswill improvetheavailability of housing optionsfor itsresidents.

Implementation Steps
Increase the variety of housing styles and affordability levels available to prospective buyers and renters.
Provide and maintain moderate and high-density residential areas.

Promote the development of housing suitable for people and households in all life stages, and that can be adapted to accommodate changing
housing needs over time.

Promote accessible housing designs to support persons with disabilities.
Promote mixed-income housing development that offers a range of dwelling unit sizes and levels of affordability.
Encourage the rehabilitation and sensitive reuse of older or historic buildings for housing including affordable housing units.

415 Minneapoliswill carefully identify project siteswhere housing redevelopment or housing revitalization are the appropriate
responses to neighborhood conditions and market demand.

Implementation Steps

Maintain and strengthen the architectural character of the city's various residential neighborhoods.

417 Minneapoliswill promote housing development that supportsa variety of housing typesat designated Major Housing Sites
throughout the city.

Implementation Steps
Concentrate new housing developments in close proximity to amenities or in locations where value will be sustained over time.

Promote the development of new housing that is compatible with existing development in the area as well as to existing historic or older housing
stock where appropriate.



9. City Form

9.2  Minneapoliswill continueto preservethe natural ecology and the historical featuresthat defineitsuniqueidentity in the
region.

Implementation Steps
Incorporate natural features and historic sites into planning and development in order to link the city with the river.
Ensure that future riverfront development will be consistent with the City's Critical Area Plan.
Improve the aesthetics of land use along the river.
Develop new housing near amenities located along the riverfront.

9.3  Minneapoliswill support the preservation and expansion of the existing open space network, including greenways.

Implementation Steps

Encourage new development projects to incorporate open spaces and green spaces through land use regulations and other regulatory tools.

9.4  Minneapoliswill promote preservation asa tool for economic development and community revitalization.
Implementation Steps

Use historic preservation goals to encourage development and reinvestment in the city.

Develop creative economic incentives in the public and private sector to promote the rehabilitation, maintenance and reuse of the city's historic
resources.

9.5  Minneapoliswill support the development of residential dwellings of appropriate form and density.

Implementation Steps

Promote the development of well designed moderate density residential dwellings adjacent to one or more of the following land use features: Growth
Centers, Commercial Corridors, Community Corridors and Activity Centers.

9.16 Minneapoliswill encourage new development to use human scale design features and incor por ate sunlight, privacy, and
view elementsinto building and site designs.

Implementation Steps

Promote the preservation and enhancement of view corridors that focus attention on natural or built features, such as the downtown skyline,
landmark buildings, signifcant open spaces or water bodies.

9.22 Minneapoliswill promote increased housing production in designated ar eas of the City in order to accommodate population
growth.

Implementation Steps
Use both infill development and new development opportunities to increase housing in the city.
Ensure that new development projects incorporate a mix of housing types and affordability levels to reach a range of housing submarkets.

FUTURE RELATED ACTIONS: Rezoning; Development review for phases 1-4 of the project

ACTION REQUESTED OF THE CITY PLANNING COMMISSION: The MCDA requests that the City Planning
Commission comment on the redevel opment plans by September 4, 2003, at which time the Community Development
Committee will conduct a public hearing.

COMMENTS AND FINDINGS: The proposed project is consistent with The Minneapolis Plan. The proposed Grain Belt
Housing Project provides a key opportunity to increase housing density along the east bank of the upper river areaand serves
to reinforce success of the Grain Belt complex asawhole. The project design enhances neighborhood connectivity to the
Mississippi River and the Grand Rounds trail system.

RECOMMENDED ACTION:
The Planning Department recommends that the City Planning Commission forward this report to the City Council viathe
Minneapolis Community Development Agency.
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COMMUNITY
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AGENCY

Modification No. 96

to the

Common Development and
Redevelopment Plan

and

Common Tax Increment
Finance Plan

(Madification No. 2 to the Grain Belt
Brewery Redevelopment Plan)

August 15, 2003

MODIFICATION NO. 96 TO THE
COMMON DEVELOPMENT AND REDEVELOPMENT PLAN
AND
COMMON TAX INCREMENT FINANCING PLAN
(Modification No. 2 to the Grain Belt Brewery Redevelopment Plan)

August 15, 2003



TABLE OF CONTENTS

(This Table of Contents is not part of Modification No. 96 to the Common Development and
Redevelopment Plan and Common Tax Increment Financing Plan, and is only for
convenience of reference.)

SECTION A. COMMON DEVELOPMENT AND REDEVELOPMENT PLAN

Impact of Mod. 96

Subsection A.1. Mission Statement No Change
Subsection A.2. Definitions No Change
Subsection A.3. Description of Public Purpose No Change
Subsection A.4. Objectives of Common Project No Change
Subsection A.5. Structuring of Common Project No Change
Subsection A.6. History of Establishment and Changed

Modifications of Projects and TIF
Districts Included in Common
Project Area

Subsection A.7. Estimated Public Improvement Costs No Change
Subsection A.8. Boundaries of the Common Project Area No Change
Subsection A.9. Development Program Requirements No Change

Subsection A.10. Modifications to Common Dewvelopment No Change
And Redevelopment Plan

Subsection A.11.  Neighborhood Revitalization Program No Change

SECTION B. COMMON TAX INCREMENT FINANCING PLAN

Subsection B.1. Summaries of Participating Tax No Change
Increment Financing Districts

Subsection B.2. Boundaries of Participating Tax No Change
Increment Financing Districts

Subsection B.3. Statement of Objectives and Changed



Subsection B.4.

Subsection B.5.

Subsection B.6.

Subsection B.7.

Subsection B.8.

Subsection B.9.

Subsection B. 10.

Development Program, Including
Property that may be Acquired

Properties to be Deleted From
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MODIFICATION NO. 96 TO THE
COMMON DEVELOPMENT AND REDEVELOPMENT PLAN
AND COMMON TAX INCREMENT FINANCING PLAN
(Modification No. 2 to the Grain Belt Brewery Redevelopment Plan)

August 15, 2003

Introduction

Plan documents have been prepared that are related to a proposed multi-phased
ownership housing project: the Grain Belt Tax Increment Finance (TIF) Plan (the “TIF
Plan”), Modification No. 2 to the Grain Belt Brewery Redevelopment Plan, Modification
No. 2 to the Grain Belt Brew House Tax Increment Finance Plan, and this Modification
No. 96 to the Common Development and Redevelopment and Common Tax Increment
Finance Plan (the “Common Project”) (collectively, the “Plans”).

Modification No. 2 to the Grain Belt Brewery Redevelopment Plan authorizes the creation of
a new TIF district as a tool for carrying out the redevelopment activities described therein.
Because the Grain Belt Brewery Redevelopment Project Area is within the boundary of the
Common Project, this Modification has been prepared to the Common Project. Modification
No. 2 to the Grain Belt Brew House TIF Plan has also been prepared to remove street right-
of-way from the existing Grain Belt Brew House TIF District. This right-of-way will be
included in the new Grain Belt TIF District.

The Grain Belt TIF Plan provides for the establishment of a new redevelopment TIF
district: the “Grain Belt Tax Increment Financing District” (the “TIF District”). The TIF
Plan authorizes public redevelopment activities and expenditures, establishes a new
redevelopment TIF district and a budget for expenditures within the boundaries of the
Grain Belt Brewery Project Area (the “Project Area”). Tax increment will be used to pay
for a portion of the public redevelopment costs associated with the TIF District, in
addition to MCDA administration costs.

SECTION A. COMMON DEVELOPMENT AND REDEVELOPMENT PLAN
Subsection A.1.  Mission Statement (No Change)

Subsection A.2.  Definitions (No Change)

Subsection A.3.  Description of Public Purpose (No Change)

Subsection A.4.  Objectives of Common Project (No Change)

Subsection A.5.  Structuring of Common Project (No Change)



Subsection A.6.  History of Establishment and Modification of Projects and TIF
Districts Included in Common Project Area (Changed)

Subsection A.6. is modified to include the following information, to be added at the end
of the listings for the Grain Belt Brewery Redevelopment Plan and the Common Project:

———————————————————————————————————————————————————————————————————————————

' ! Plan, Modification or ! City Council : Resolution !
, ProjectDistrict Amendment _______ . Anproval date ______ Number_______ :
1 Grain Belt Brewery 1 Mod. No. 2 | September 26, 2003 1 2003R-__ '

' Redevelopment Plan !

L

_________________________________________________________________________

Subsection A.7.  Estimated Public Improvement Costs (No Change)
Subsection A.8. Boundaries of the Common Project Area (No Change)
Subsection A.9. Development Program Requirements (No Change)

Subsection A.10. Modifications to Common Development and Redevelopment Plan
(No Change)

Subsection A.11. Neighborhood Revitalization Program (No Change)
SECTION B. COMMON TAX INCREMENT FINANCING PLAN (Changed)

Subsection B.1. Summaries of Participating Tax Increment Financing Districts (No
Change)

Subsection B.2. Boundaries of Participating Tax Increment Financing Districts (No
Change)

Subsection B.3.  Statement of Objectives and Development Program, Including
Property to be Acquired (Changed)

The following language is added at the end of Subsection B.3.:

The following parcels are designated as Property That May Be Acquired (see
Section 1. b. of Modification No. 2 to the Grain Belt Brewery Redevelopment Plan):

Address Property Identification Number
1326 Water Street NE 15-029-24-13-0005
15 — 13" Avenue NE 15-029-24-13-0006
9 — 13"™ Avenue NE 15-029-24-13-0007

1315 Water Street NE 15-029-24-13-0008



1301 Water Street NE 15-029-24-13-0015

1300 Water Street NE 15-029-24-13-0016
1342 Water Street NE 15-029-24-13-0017
34 -13" Avenue NE 15-029-24-14-0027
130 - 13" Avenue NE 15-029-24-14-0030
132-34 13" Avenue NE 15-029-24-14-0031

Subsection B.4.  Properties to be Deleted from Participating Tax Increment
Financing Districts (No Change)

Subsection B.5. Development Activity in Common Project for Which Contracts Have
Been Signed and Other Specific Development Expected to Occur
(Updated)

The MCDA is currently negotiating a development agreement with Sheridan
Development Corporation.

Subsection B.6.  Description of Financing (No Change)
Subsection B.7.  Estimated Impact on Other Taxing Jurisdictions (No Change)

Subsection B.8.  Maodifications to Common Tax Increment Financing Plan (No
Change)

Subsection B.9.  Neighborhood Revitalization Program (No Change)
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Grain Belt
Tax Increment Finance Plan

August 15, 2003

Introduction

Plan documents have been prepared that are related to a proposed multi-phased ownership housing
project: this Grain Belt Tax Increment Finance (TIF) Plan (the “TIF Plan”), Modification No. 2 to the
Grain Belt Brewery Redevelopment Plan, Modification No. 2 to the Grain Belt Brew House Tax
Increment Finance Plan, and Modification No. 96 to the Common Development and Redevelopment
and Common Tax Increment Finance Plan (the “Common Project”) (collectively, the “Plans”).

Modification No. 2 to the Grain Belt Brewery Redevelopment Plan authorizes the creation of a new TIF
district as a tool for carrying out the redevelopment activities described therein. Because the Grain Belt
Brewery Redevelopment Project Area is within the boundary of the Common Project, a Modification has
also been prepared to the Common Project. Modification No. 2 to the Grain Belt Brew House TIF Plan
has also been prepared to remove street right-of-way from the existing Grain Belt Brew House TIF Distric
This right-of-way will be included in the new Grain Belt TIF District.

This TIF Plan provides for the establishment of a new redevelopment TIF district: the “Grain Belt Tax
Increment Financing District” (the “TIF District”). This TIF Plan authorizes public redevelopment
activities and expenditures, establishes a new redevelopment TIF district and a budget for
expenditures within the boundaries of the Grain Belt Brewery Project Area (the “Project Area”). Tax
increment will be used to pay for a portion of the public redevelopment costs associated with the TIF
District, in addition to MCDA administration costs.

TAX INCREMENT FINANCE PLAN

l. Tax Increment District Boundary

The TIF District is being established within and under the authority of the Grain Belt Brewery
Redevelopment Project. The parcels included in the new Grain Belt Tax Increment Finance District
remain within the existing Grain Belt Brewery Redevelopment Project Area. However, the new Grain
Belt TIF District is not being incorporated into the Common Project and will not be subject to the
existing Common Project obligations and commitments. The property to be included in the proposed
TIF District includes 17 tax parcels, including streets, alleys and public rights-of-way. The boundary of
the TIF District is shown in Exhibit #1 and contains the following parcels:

Address PID number
(1) 47 — 13™ Avenue NE 15-029-24-13-0003
(2) 1326 Water Street NE 15-029-24-13-0005
(3) 15 — 13™ Avenue NE 15-029-24-13-0006
(4) 9 — 13" Avenue NE 15-029-24-13-0007
(5) 1315 Water Street NE 15-029-24-13-0008

(6) 1301 Water Street NE 15-029-24-13-0015



(7 1300 Water Street NE 15-029-24-13-0016
8) 1342 Water Street NE 15-029-24-13-0017
9) 1300 Marshall Street NE 15-029-24-14-0011
(20) 1312 Marshall Street NE 15-029-24-14-0012
(11) 1314 Marshall Street NE 15-029-24-14-0013
(12) 71 13™ Avenue NE 15-029-24-14-0017

(13) 19 - 13" Avenue NE 15-029-24-14-0025
(14) 34 -13" Avenue NE 15-029-24-14-0027

(15) 130 - 13" Avenue NE 15-029-24-14-0030*
(16) 132-34 13" Avenue NE 15-029-24-14-0031*
a7) 1215-21 Marshall Street NE 15-029-24-14-0097*

*Phase | parcels

The Project Area Report, which provides a more detailed description of the existing property
conditions, and documents the eligibility of this site for the establishment of a redevelopment TIF
district, is appended as Exhibit #2 to this TIF Plan.

1. Statement of Objectives

The original “Development Objectives for the Grain Belt Brewery Area” were approved by the
Minneapolis City Council on September 13, 1996. In April 2000, the Grain Belt Development
Objectives Committee was reconvened to work on an amendment to these objectives to address the
need for housing development in the Grain Belt area. The Sheridan Neighborhood Organization
(SNO), as the neighborhood organization officially recognized by the MCDA, was asked to send a
representative to participate on this committee. This committee also included City staff from the
Planning Department, the Heritage Preservation Commission, and the Park Board. However, since
the development of the brewery has an impact beyond Sheridan’s boundaries, the Bottineau
Neighborhood Association and the St. Anthony West Neighborhood Organization were added to this
committee. This Committee was not a decision making body, but was only charged with the task of
drafting the amendment to the development objectives pursuant to City Council established
procedures.

The amendment to the Grain Belt Development Objectives represented a more comprehensive
housing development strategy for the Grain Belt area by identifying five specific sites that have
housing potential. The amendment was approved by the Minneapolis City Council and MCDA Board
on August 11, 2000.

This TIF Plan authorizes public redevelopment activity intended to assist with the implementation of
the Grain Belt housing project, including public improvements, demolition, administration, and other
related activities.

1. Development Program

A. Description of Development Program

In February, 2001, the MCDA Board granted development rights for six months to the Sheridan
Development Corporation (SDC) for the Grain Belt housing project. However, because this is a
complicated project involving four development sites in the historic Grain Belt area, these
development rights were extended in July of 2001 and June of 2002. The Board approved these
extensions so that SCD could assess the financial impact of property tax reform on its proposal, and
to respond to historic preservation concerns and area parking needs. In February 2003, the Board
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granted SDC another extension to provide additional time to reach an agreement on the
redevelopment contract business terms with the MCDA. Due to the impact of tax reform and historic
preservation constraints in Phase | of the development, the density of the overall project changed
significantly with an increase in the total number of housing units. In the past several months, SDC
has made significant progress on the project by bringing in additional partners with extensive
development expertise and capacity and by securing, with the MCDA'’s assistance, a Metropolitan
Council grant of $775,000 to finance remaining land acquisition and site clearance in Phase I.

In June of this year, the MCDA Board approved the finance plan and specific contract terms for
Phase | (the Caswell/Grain Belt Office block) and the general terms for Phase Il (the riverfront area).
Assuming its performance on Phases | and Il, SDC would retain development rights for Phase Il (the
Grain Belt Bottling House Addition site) and Phase IV (the Ryan interim parking site). These phases
are farther in the future and are more speculative at this time.

In Phase I, SDC will construct approximately 145 units of ownership housing in up to three stages

and may also construct 15,000 square feet of new commercial space. The development will include
approximately 238 parking spaces that will support the new housing, the new commercial space, and
also the parking needs for the existing Grain Belt Office Building located at 1215 Marshall Street NE.

The Grain Belt housing project was approved prior to the extension of the Minneapolis Affordable
Housing Policy to ownership projects, and therefore this policy does not apply to this project.
Nevertheless, SDC has agreed to have 10% of its total units in the project affordable between 60-
80% of the metropolitan median income.

SDC'’s Phase Il proposal includes the development of approximately 107 units of ownership housing
in up to three stages. Phase Il development plans will provide for the replacement of the current
surface parking associated with the Agency-owned Bottling House and Warehouse.

B. Property That May Be Acquired

By including in this Modification a list of property that may be acquired, the Agency is signifying that it
is interested in acquiring the property listed, or portions thereof, subject to limitations imposed by
availability of funds, developer interest, staging requirements, soil contamination and other financial
and environmental considerations. Inclusion on this list does not indicate an absolute commitment on
the part of the Agency to acquire a property. The Grain Belt TIF District contains the following parcels
that are included in this Plan as property that may be acquired:

Address Property Identification Number
1) 1326 Water Street NE 15-029-24-13-0005
(2) 15 — 13™ Avenue NE 15-029-24-13-0006
(3) 9 — 13"™ Avenue NE 15-029-24-13-0007
4) 1315 Water Street NE 15-029-24-13-0008
) 1301 Water Street NE 15-029-24-13-0015
(6) 1300 Water Street NE 15-029-24-13-0016
(7) 1342 Water Street NE 15-029-24-13-0017
(8) 34 -13™ Avenue NE 15-029-24-14-0027
9) 130 - 13" Avenue NE 15-029-24-14-0030

(10) 132-34 13" Avenue NE 15-029-24-14-0031
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Conditions Under Which Property May Be Acquired

State law authorizes the Agency to acquire property either on a negotiated basis or through the use of
its power of eminent domain, if necessary, to carry out a redevelopment plan. The Agency will seek
to acquire property from willing sellers whenever possible, but may use the power of eminent domain
and its condemnation authority to acquire property identified as “property that may be acquired” when
necessary.

C. Development Activity for Which Contracts Have Been Signed and Other Specific
Development Expected to Occur

The MCDA is currently negotiating a development agreement with Sheridan Development
Corporation.

D. Other Development Activity ~ None
V. Description of Financing

The purpose of this TIF plan is to authorize public redevelopment activities and expenditures to assist witl
the housing development in the TIF district. Anticipated public redevelopment activities include public
improvements (Phase I1), demolition (Phase Il), administration, and other related activities. Sources of
funds include tax increment financing, Metropolitan Council Livable Communities grants, and other potent
sources yet to be identified.

The figures, sources and methods of financing identified in this TIF Plan are based on the best estimates
available at the time of writing. Slight changes in these figures can be expected. However, in the event
that significant changes affect the structure or feasibility of this TIF Plan, or result in an increase in the
public redevelopment costs or indebtedness beyond the amounts listed herein, a modification to the TIF
Plan will be necessary. Such a modification would require the same approval process as the original
approval of this TIF Plan. The actual public commitment to pay public redevelopment costs to be
incurred within this Project Area is established in each redevelopment agreement entered into by the
Agency and each developer, not by the TIF Plan, which establishes a permissive rather than proscriptive
ceiling on public expenditures.

A. Project Costs
Grain Belt TIF District Budget

Sources Up-Front Over Time
Bond Proceeds $ 5,600,000
Tax Increment $ 13,840,000
Capitalized Interest 620,000
Total Sources. . . . . .. $ 5,600,000 $14,460,000
Uses
Public Improvements & Demolition $ 4,750,000
Capitalized Interest 620,000
Discount & Costs of Issuance 230,000
Bond Principal $ 5,600,000
Bond Interest 5,235,000
Affordable Housing Outside TIF District 2,241,000

MCDA Administration 1,384,000



TotalUses. . . . .. .. $ 5,600,000 $14,460,000

B. Bonded Indebtedness to be Incurred

At the time this TIF Plan was drafted, it was anticipated that the likely financing mechanism that would
be utilized for this development would be the issuance of tax increment revenue bonds. The
proceeds of such bonds would be used to pay for public improvement and demolition costs primarily
associated with Phase Il of the development, capitalized interest, and costs related to the issuance of
the bonds.

Tax increment will be used to semi-annually pay principal and interest on the bonds over the life of
the TIF district. Projected annual tax increment is 20% greater than projected debt service on the
bonds, thereby producing a debt coverage ratio of 120%. If excess tax increment is available in
future years, the City’s Finance Department will make a determination whether such funds shall be
reserved in a debt service fund or can be expended outside the TIF district for affordable housing
purposes (see 1V.J.). The City and Authority reserve the right to issue up to $5,600,000 in tax
increment bonds for this TIF district.

C. Sources of Revenue

Tax increment generated within the TIF District will be the primary source of revenue used to pay the
public redevelopment costs associated with the Grain Belt housing project. Other sources of funds may
include Metropolitan Council Livable Communities grants, and other sources not yet identified.

D. Original Net Tax Capacity

The 2003 estimated market value of the tax parcels included in the TIF district is $4,527,300. This
will result in an original net tax capacity of approximately $69,239 (upon property reclassification of
the Phase | parcels).

E. Estimated Captured Net Tax Capacity at Completion

Upon completion of the Phase | redevelopment it is anticipated that the estimated market value of
property in the TIF District will increase from $4,527,300 to approximately $41,975,300. This
represents an increase of $37,448,000 and will result in a total net tax capacity of approximately
$443,719, and an estimated captured net tax capacity of $374,480.

Based upon an estimated total local tax rate of 153.007% (taxes payable 2003), this will generate an
estimated annual gross tax increment payment of $572,981 (excluding deduction for State Auditor
Fee).

F. Duration of TIF District

The Grain Belt TIF District is a redevelopment TIF district. Tax increment can be paid to the MCDA
for up to twenty-six years of increment collection, or such period as is authorized by law and is
necessary to complete financing of the eligible project costs.

G. Fiscal Disparities Election
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It is the intent of the MCDA and the City of Minneapolis that the entire fiscal disparity contribution
required of the City for development occurring within this TIF District be taken from outside the TIF
District. The option provided in Minnesota Statutes Section 469.177, Subdivision 3, Paragraph (a) of
the Minnesota Tax Increment Financing Act is elected.

H. Original Tax Capacity Rate

The Original Tax Capacity Rate for this district will be the local tax capacity rate for taxes payable
(TP) 2004. For projection and impact purposes, a total tax rate of 153.007% (taxes payable 2003)
has been used.

l. Permit Activity and Prior Planned Improvements

The letter requesting certification by Hennepin County of the TIF District will be accompanied by a list
of all of the building permits issued for the properties included in this TIF District during the eighteen
months immediately preceding approval of this TIF Plan, as mandated by Minnesota Statutes,
Section 469.175, Subdivision 3.

J. Affordable Housing & Expenditures Outside TIF District

Pursuant to M.S. Section 469.176, Subd. 4k, tax increment may be spent to assist affordable
housing meeting the requirements of M.S. Section 469.173, Subd. 2, paragraph (d), which
states that such expenditures must:

(1) Dbe used exclusively to assist housing that meets the requirements for a qualified low
income building (as defined in Section 42 of the IRC);

(2) not exceed the qualified basis of the housing (as defined in Section 42c of the IRC) less
the amount of any credit allowed under Section 42; and

(3) be used to:
(i) acquire and prepare the site of the housing;
(i) acquire, construct, or rehabilitate the housing; or
(iii) make public improvements directly relating to the housing.

Tax increment expenditures for the qualifying affordable housing costs listed above are not
restricted to the TIF district or project area, but may be spent anywhere in the city. However,
the amount of tax increment used for such purposes is restricted.

Pursuant to M.S. Section 469.1763, Subd. 2, up to 25% of the tax increment from a
redevelopment TIF district may be spent on activities located outside the boundaries of the TIF
district. An authority may elect in the TIF plan to increase this amount by up to 10% (maximum
total of 35%), provided that these additional expenditures meet the affordable housing
requirement listed above. Administrative expenses are considered expenditures outside of the
district, except that such administrative expenses can be considered expenditures inside the
district, if the only other expenses outside of the district are for affordable housing purposes as
described above.
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Pursuant to the provisions, requirements and restrictions noted above, the Agency elects to
increase by 10% the amount of tax increment that may be expended outside the boundaries of
the TIF district.

Type of Tax Increment Financing District

The proposed TIF District is a “Redevelopment District” as defined in Minnesota Statutes Section
469.174 Subdivision 10 (a) (1):

V1.

“Redevelopment district” means a type of tax increment financing district consisting of a
project, or portions of a project, within which the authority finds by resolution that one or more
of the following conditions, reasonably distributed throughout the district, exists:

1) parcels consisting of 70 percent of the area of the district are occupied by
buildings, streets, utilities, paved or gravel parking lots or similar structures and
more than 50 percent of the buildings, not including outbuildings, are structurally
substandard to a degree requiring substantial renovation or clearance"

Additional information about the physical conditions in the proposed TIF District and the
determination by the Agency that the real property proposed for inclusion within the TIF District
satisfies the statutory findings for eligibility of this area for inclusion as a “Redevelopment TIF
District” can be found in the Project Area Report and Documentation of Blight, which is
appended as Exhibit #2 to this TIF Plan.

Estimated Impact on Other Taxing Jurisdictions

It is the position of the Minneapolis Community Development Agency and the City of Minneapolis that

the redevelopment of the property would not occur as proposed without the tax increment financing
assistance to be provided.

Nevertheless, if it is assumed for purposes of analysis that the proposed development described
herein, that the Project would occur without the tax increment financing assistance and that the
estimated captured tax capacity generated by the development would under those circumstances be
immediately available to the taxing jurisdictions, then the estimated annual impact on the taxing
jurisdictions would be as follows:

Property Tax
Preliminary Tax Revenues Resulting
Taxing Jurisdictions Capacity Rate from $374,480
Payable 2003 Captured Tax Capacity

City of Minneapolis 63.883% $239,229
Hennepin County 44.832 167,887
Special School District #1 33.555 125,657
Other Taxing Jurisdictions | ___ 10.737 40,208
Total 153.007% $572,981
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VIl.  Basis for Finding that Development Would Not Occur Without Tax Increment Financing
Assistance

Minnesota Statutes, Section 469.175, Subdivision 3, provides that prior to the approval of a tax
increment financing plan, the City Council must find that the proposed development or redevelopment
would not reasonably be expected to occur solely through private investment within the reasonably
foreseeable future and therefore the use of tax increment financing is deemed necessary.

It is the position of the Minneapolis Community Development Agency and the City of Minneapolis that
the private redevelopment of the property included in the TIF District could not occur without public
participation and financial assistance. This conclusion is based upon the following factors:

Until a feasible reuse was found for the historic Brewhouse, it had been difficult to proceed with the
development of housing in the Grain Belt area. The Grain Belt Development Objectives were
amended to represent a more comprehensive housing development strategy for the Grain Belt area
by identifying five specific sites that have housing potential. On August 11, 2000, the MCDA Board
and City Council approved an authorization to issue a request for proposals (RFP) for housing
development on four of these five sites based on the amended Development Objectives. On
February 2, 2001, the MCDA Board selected the Sheridan Development Company (SDC) as the
developer of the Grain Belt housing project over three other development proposals. From the
beginning, the assumption has been that the Grain Belt housing project would be a complicated
project and would take time to develop because it involves multiple sites and development phases
and is located in an historic district near the riverfront area. Historic preservation concerns (i.e.
discovery of the Orth Brewery foundations) and area parking needs (i.e. replacement parking
requirements for the Agency-owned Bottling House and Warehouse) were significant issues that
needed to be resolved. In the meantime, the impact of tax reform needed to be reevaluated for the
project. Significant progress has been made in the past several months as SDC has added
extensive development expertise and capacity to its development team and has assisted the MCDA
in securing a Metropolitan Council Livable Communities grant to finance land acquisition and site
clearance in Phase I.

The site includes underutilized blighted, structurally substandard properties, some of which are tax
exempt.

Therefore, it is the opinion of the City of Minneapolis that the proposed redevelopment project to be
financed, in part, by this TIF District would not occur solely through private investment within the
foreseeable future.

The TIF Act requires that a potential TIF district must also pass a market value test in order to make a
finding that the increased market value of the site that could reasonably be expected to occur without
the use of tax increment financing would be less than the increase in the market value estimated to
result from the proposed development after subtracting the present value of the projected tax
increments for the maximum duration of the district permitted by this TIF Plan.

Because it is the opinion of the City of Minneapolis that the proposed Project to be financed, in part,
by this TIF District would not occur solely through private investment at this time, the City projects that
the estimated market value of the site without the use of tax increment would remain at its present
level. The calculations necessary to pass this test are contained on the following page of this TIF
Plan. As shown there, the public redevelopment activity, expenditures, and market values associated
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with the redevelopment that is proposed in this plan results in a series of calculations and figures that
clearly pass the market value test.

VIIl. Modifications to Tax Increment Finance Plans

This TIF Plan may be modified, provided that the Agency and City Council shall adopt such
modifications under the applicable provisions of the TIF Act, Minnesota Statutes, Section 469.175,
Subdivision 4.

This TIF Plan reflects the establishment of the Grain Belt Tax Increment Financing District.
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Grain Belt TIF District

Valuation and Tax Increment Assumptions

Total Estimated Market Value
(EMV)

Less: Original

EMV

Captured EMV

Total Net Tax Capacity (NTC)
Less: Original

NTC

Captured NTC

Times: Projected Total Tax
Rate

Gross Tax

Increment

Less: State Auditor's Fee
(.36%)

Tax Increment Distributed to
MCDA

Pay 2005 Pay 2006 Pay 2007

$4,759,31 $13,200,0 $41,975,300
0 50

4,527,300 4,527,300 4,527,300

$232,010 $8,672,75 $37,448,000
0

$71,559 $155,967 $443,719

69,239 69,239 69,239

$2,320  $86,728 $374,480

153.007% 153.007% 153.007%

$3,550 $132,700 $572,981

13 478 2,063

$3,637 $132,222 $570,918

26 Years of Tl Collection

Market Value Test

Tax
Years Increment
of
TIF  Payable Distributed
Collecti Year To MCDA
on

- 2003 $0
- 2004 0
1 2005 3,537
2 2006 132,222
3 2007 570,918
4 2008 570,918
5 2009 570,918
6 2010 570,918
7 2011 570,918
8 2012 570,918
9 2013 570,918
10 2014 570,918

Analysis Required by M.S. Section 469.175, Subd.
3(2

(1) "... the increased market value of the site that could reasonably
be expected to occur without the use of tax increment ...":

(a) Projected estimated market value without $4,527,300
the use of tax increment

(b) Original estimated market value 4,527,300

(c) Increased estimated market value without the $0

use of tax increment = (a) - (b)
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

PV.@ 5.00%

2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918
570,918

$13,837,79

1

$6,922,647
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(2) "... increase in the market value estimated to result
from the proposed development after subtracting
the present value of the projected tax increments
for the maximum duration of the district permitted
by the plan.":

(d) Increase in the estimated market value
of the completed development.

(e) Present value of the projected tax increment
for the maximum duration of the district

(f) Difference = (d) - (e)
(3) Since (c) is less than (f), the proposed

development
or redevelopment passes the test.

$37,448,000

6,922,647

$30,525,353
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Exhibit 1, Grain Belt Tax Increment Finance Plan
Boundary/Acquisition Map
(Contact MCDA to view map)
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Exhibit # 2

PROJECT AREA REPORT
AND SUPPORTING DOCUMENTATION

Grain Belt Tax Increment Finance Plan
August 1, 2003

A multi-phased mixed use project has been proposed by Sheridan Development Corporation (SDC)
that includes ownership housing and new commercial space. In Phase |, SDC will construct
approximately 145 units of ownership housing in up to three stages and may also construct 15,000
square feet of new commercial space. The development will include parking spaces that will support
the new housing, the new commercial space, and also the parking needs for the existing Grain Belt
Office located at 1215 Marshall Street NE. SDC’s Phase Il proposal includes the development of
approximately 107 units of ownership housing in up to three stages. Phase Il development plans will
provide for replacement of current surface parking associated with the Agency-owner Bottling House
and Warehouse in Northeast Minneapolis.

The purpose of this Project Area Report and Documentation of Blight is to describe the conditions
that qualify the site for inclusion in a TIF district. The TIF District is located within the Grain Belt
Brewery Redevelopment Project, established in 1986, under provisions of Minnesota Statutes
Sections 469.001 through 469.047.

All buildings are found to be substandard under statutory criteria, Minnesota Statutes Section
469.174, Subdivision 10 (a).

"Redevelopment district” means a type of tax increment financing district consisting of a project, or
portions of a project, within which the authority finds by resolution that one or more of the following
conditions, reasonably distributed throughout the district, exists:

Q) parcels consisting of 70 percent of the area of the district are occupied by buildings,
streets, utilities, or other improvements and more than 50 percent of the buildings, not
including outbuildings, are structurally substandard to a degree requiring substantial
renovation or clearance.

This report is a summary of the documentation and condition surveys of the existing parcels. There
are seventeen subject parcels categorized as follows: unimproved and vacant parcels, paved parking
lots, vacant land with an electrical transmission tower, paved street right-of-way,
commercial/industrial buildings, and residential wood framed rental dwellings.

The reconnaissance and site analysis included an interior inspection of the residential properties and
the conditions therein do not meet the livability standards required for safe, sanitary, human
occupancy. Structures are in poor condition and do not meet Uniform Building, Energy and
Minneapolis Housing Maintenance Codes and Ordinances. The interior inspection revealed the
presence of the following deficiencies of the Uniform Building for new buildings:
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Roof and ceiling damage caused by ice damming and worn roofing materials, damaged siding and
trim, peeling paint, broken storm doors and windows, egress stairs deteriorated with rotted members,
and improper railings, missing or disconnected gutters and downspouts, outlaw brush around
foundation, peeling paint and rotted wooden window frames and window sashes, broken window
panes and sash cords, illegal and outdated plumbing, defective and outdated heating equipment,
illegal and outdated electrical equipment and devices, lack of required smoke detectors, lack of
adequate means of egress, lack of adequate insulation, lead based paint, poorly maintained exterior
components and obsolete materials, and lack of reasonable maintenance.

The reconnaissance and site analysis also included an interior inspection of the commercial property
and the conditions therein do not meet the standards required for safe, sanitary, human occupancy.
These structures are in average/poor condition, do not meet current Minneapolis Maintenance Codes
and Ordinances, Uniform Building, Energy, Accessibility and Fire codes for new construction.
Buildings do not have adequate ventilation, air exchanges, and heating systems, foundation lacks
damp proofing and sup pump as required, buildings lack fire rated separation and smoke dampers
between basement and all floors, lacks code required smoke detectors, lack handicapped accessible
bathroom facilities, parking and entry door and approach, lack adequate illumination and ventilation,
do not meet ADA accessibility requirements, lack adequate insulation, possible lead based paint,
illegal electrical exposed wires and inoperable fixtures, deteriorated concrete, deteriorated asphalt
parking surfaces, damaged windows, in need of tuckpointing, the entire exterior thermal envelop must
be sealed with ridge wind barriers, asbestos materials are present, presence of deteriorated roofing,
rain gutters, and exterior surfaces.

Conclusion: All buildings, commercial and residential, are found to be structurally substandard under
statutory criteria. The properties are blighted and substandard to a degree requiring substantial
renovation and or clearance and exhibit deficiencies in other categories such as lacking essential
utilities, (heat, light, ventilation etc.) facilities, fire protection, and unknown factors such as asbestos
and lead containing materials, basic energy conservation code requirements etc. and cannot be
altered to an appropriate reuse.

The blighting influences of the subject properties are characterized above and the property is found blight
unfit for human habitation, and structurally substandard in accordance with the Minnesota Statutes cited
above.

More than 50% of the freestanding buildings (100%) were found structurally substandard due to a
combination of building code defects. Findings to this affect will be included in the resolutions considered
the Minneapolis City Council at the time these plan documents are offered for approval.

Interior inspections of the property to be included in the proposed new redevelopment tax increment
financing district were conducted by Jan Posus-Ryan, Construction Management Specialist Ill, in
2003. Documentation supporting these findings is on file in the office of the Minneapolis Community
Development Agency, 105 5™ Avenue South, Project Planning & Finance Department, Minneapolis,
Minnesota.



Modification No. 2 to the Grain Belt Brew House
Tax Increment Finance Plan

August 15, 2003

Introduction

On June 9, 2000 the Minneapolis City Council approved the establishment
of the Grain Belt Brew House Tax Increment Finance (TIF) District. In 2001,
Modification No. 1 to the TIF Plan updated the tax increment financing
budget to reflect the terms approved by the City Council and contained in
the redevelopment contract.

Plan documents have been prepared that are related to a proposed multi-
phased ownership housing project: the Grain Belt Tax Increment Finance
(TIF) Plan (the “TIF Plan™), Modification No. 2 to the Grain Belt Brewery
Redevelopment Plan, this Modification No. 2 to the Grain Belt Brew House
Tax Increment Finance Plan, and Modification No. 96 to the Common
Development and Redevelopment and Common Tax Increment Finance
Plan (the “Common Project”) (collectively, the “Plans”).

Modification No. 2 to the Grain Belt Brewery Redevelopment Plan authorizes the
creation of a new TIF district as a tool for carrying out the redevelopment
activities described therein. Because the Grain Belt Brewery Redevelopment
Project Area is within the boundary of the Common Project, a Modification has
also been prepared to the Common Project.

This Modification No. 2 to the Grain Belt Brew House TIF Plan has been

prepared to remove street right-of-way from the existing Grain Belt Brew House
TIF District. This right-of-way will be included in the new Grain Belt TIF District.

TAX INCREMENT FINANCE PLAN

l. Tax Increment District Boundary — Changed

Parcel Identification No. 15-029-24-13-0015 located at 1301 Water Street
N.E. is deleted from the Grain Belt Brew House TIF District.

1. Statement of Objectives — No Change

. Development Program — No Change

V. Description of Financing — No Change



VI.

VILI.

VIII.
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Type of Tax Increment Financing District — No Change
Estimated Impact on Other Taxing Jurisdictions — No Change

Basis for Finding that Development Would Not Occur Without Tax
Increment Financing Assistance — No Change

Modifications to Tax Increment Finance Plans — No Change
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Exhibit 1, Grain Belt Brew House TIF District Boundary Map.
(Contact MCDA to view map)

MINNEAPOLIS
COMMUNITY
DEVELOPMENT
AGENCY

Modification No. 2
to the

Grain Belt Brewery
Redevelopment Plan

(Grain Belt TIF Plan)

August 15, 2003
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Modification No. 2
to the
GRAIN BELT BREWERY REDEVELOPMENT PLAN
August 15, 2003

I. Redevelopment Plan - Changed

A. Table of Contents

B. Description of Project - Changed
. Boundary of Redevelopment Project — No Change
. Project Boundary Map — No Change

1
2
3. Objectives of the Redevelopment Plan — No Change
4. Types of Redevelopment Activities - Changed

C. Land Use Plan — No Change

1. Land Use Map — No Change
2. Land Use Provisions and Requirements — No Change

D. Project Proposals — Changed
1. Property That May Be Acquired — Changed
2. Rehabilitation — No Change
3. Redeveloper’s Obligations — No Change
E. Relocation — No Change
F. Official Action to Carry Out the Redevelopment Plan — No Change
G. Procedures for Changes in Approved Redevelopment Plan — No Change

ll. Relocation Plan — No Change

lll. Statement of Method Proposed for Financing - Changed
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Modification No. 2
to the
GRAIN BELT BREWERY REDEVELOPMENT PLAN
August 15, 2003

Plan documents have been prepared that are related to a proposed multi-phased ownership
housing project: the Grain Belt Tax Increment Finance (TIF) Plan (the “TIF Plan”), this
Modification No. 2 to the Grain Belt Brewery Redevelopment Plan, Modification No. 2 to the
Grain Belt Brew House Tax Increment Finance Plan, and Modification No. 96 to the Common
Development and Redevelopment and Common Tax Increment Finance Plan (the “Common
Project”) (collectively, the “Plans”).

This Modification No. 2 to the Grain Belt Brewery Redevelopment Plan authorizes the creation of a
new TIF district as a tool for carrying out the redevelopment activities described therein. Because
the Grain Belt Brewery Redevelopment Project Area is within the boundary of the Common Project,
a Modification has also been prepared to the Common Project. Modification No. 2 to the Grain Belt
Brew House TIF Plan has also been prepared to remove street right-of-way from the existing Grain
Belt Brew House TIF District. This right-of-way will be included in the new Grain Belt TIF District.

The Grain Belt TIF Plan provides for the establishment of a new redevelopment TIF district: the
“Grain Belt Tax Increment Financing District” (the “TIF District”). The TIF Plan authorizes public
redevelopment activities and expenditures, establishes a new redevelopment TIF district and a
budget for expenditures within the boundaries of the Grain Belt Brewery Project Area (the
“Project Area”). Tax increment will be used to pay for a portion of the public redevelopment
costs associated with the TIF District, in addition to MCDA administration costs.

Background

In December 1986, the City Council approved the Grain Belt Brewery Area Redevelopment
Plan and the original Development Guidelines and Criteria. In 1996, a Grain Belt Development
Objectives Committee was formed pursuant to City Council-established procedures to rewrite
the 1986 development objectives. This committee included staff from the MCDA, the Planning
Department, the Public Works Department, the Finance Department, the Park Board, and a
representative from the Sheridan neighborhood. The 1996 objectives called for “a varied yet
cohesive mix of uses complementing and enhancing the historic character of the brewery
complex” and provided for the possibility of residential development.

Until a feasible reuse was found for the historic Brew House, it was problematic to proceed
with the development of housing in the Grain Belt area. Since the 1996 Development
Objectives emphasized commercial development, there were only general references to
housing and not enough specifics to serve as a guide for a Request for Proposals (RFP).
Consequently, the Grain Belt Development Committee was reconvened and drafted a
proposed amendment with more specifics about housing in light of the Ryan’s proposed reuse
of the Brew House, improvements to other buildings in the complex, and the potential for
various types of housing under present market conditions.
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The amendment to the Grain Belt Development Objectives takes a broader and more
comprehensive approach to housing development in the Grain Belt area by identifying five
specific sites that have potential for housing.

In February, 2001, the MCDA Board granted development rights for six months to the
Sheridan Development Corporation (SDC) for the Grain Belt housing project. However,
because this is a complicated project involving four development sites in the historic
Grain Belt area, these development rights were extended in July of 2001 and June of
2002. The Board approved these extensions so that SDC could assess the financial
impact of property tax reform on its proposal, and to respond to historic preservation
concerns and area parking needs. In February 2003, the Board granted SDC another
extension to provide additional time to reach an agreement on the redevelopment
contract business terms with the MCDA. Due to the impact of tax reform and historic
preservation constraints in Phase | of the development, the density of the overall
project changed significantly with an increase in the total number of housing units. In
the past several months, SDC has made significant progress on the project by bringing
in additional partners with extensive development expertise and capacity and, with the
MCDA'’s assistance, securing a Metropolitan Council grant of $775,000 to finance
remaining land acquisition and site clearance in Phase I.

In June of this year, the MCDA Board approved the finance plan and specific contract terms for
Phase | (the Caswell/Grain Belt Office block) and the general terms for Phase II (the riverfront
area). Assuming its performance on Phases | and I, SDC would retain development rights for
Phase lll (the Grain Belt Bottling House Addition site) and Phase IV (the Ryan interim parking
site). These phases are farther in the future and are more speculative at this time.

In Phase |, SDC will construct approximately 145 units of ownership housing in up to three
stages and may also construct 15,000 square feet of new commercial space. The
development will include approximately 238 parking spaces that will support the new housing,
the new commercial space, and also the parking needs for the existing Grain Belt Office
Building located at 1215 Marshall Street NE.

The Grain Belt housing project was approved prior to the extension of the Minneapolis
Affordable Housing Policy to ownership projects, and therefore this policy does not apply to
this project. Nevertheless, SDC has agreed to have 10% of its total units in the project
affordable between 60-80% of the metropolitan median income.

SDC'’s Phase Il proposal includes the development of approximately 107 units of ownership
housing in up to three stages. Phase Il development plans will provide for the replacement of
the current surface parking associated with the Agency-owned Bottling House and Warehouse.

Tax increment generated within the Grain Belt TIF District will be the primary source of revenue
used to pay the public redevelopment costs associated with the Grain Belt housing project. Other
sources of funds may include Metropolitan Council Livable Communities grants, and other
sources not yet identified.

1. Land Acquisition

a. Acquisition Map
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See Exhibit 1 to the Grain Belt TIF Plan, Boundary/Acquisition Map.
b. List of Property That May Be Acquired

The Grain Belt TIF Plan lists the following parcels to be designated as property that
may be acquired:

Address Property Identification Number
1326 Water Street NE 15-029-24-13-0005
15 — 13" Avenue NE 15-029-24-13-0006
9 — 13" Avenue NE 15-029-24-13-0007
1315 Water Street NE 15-029-24-13-0008
1301 Water Street NE 15-029-24-13-0015
1300 Water Street NE 15-029-24-13-0016
1342 Water Street NE 15-029-24-13-0017
34 -13" Avenue NE 15-029-24-14-0027
130 - 13" Avenue NE 15-029-24-14-0030
132-34 13" Avenue NE 15-029-24-14-0031

[1l. Statement of Method Proposed for Financing — Changed

At the time the Grain Belt TIF Plan was drafted, it was anticipated that the likely financing
mechanism that would be utilized for this development would be the issuance of tax increment
revenue bonds. The proceeds of such bonds would be used to pay for public improvement
and demolition costs primarily associated with Phase Il of the development, capitalized
interest, and costs related to the issuance of the bonds.

Tax increment will be used to semi-annually pay principal and interest on the bonds over the
life of the TIF district. Projected annual tax increment is 20% greater than projected debt
service on the bonds, thereby producing a debt coverage ratio of 120%. If excess tax
increment is available in future years, the City’s Finance Department will make a determination
whether such funds shall be reserved in a debt service fund or can be expended outside the
TIF district for affordable housing purposes (see IV.J.). The City and Authority reserve the
right to issue up to $5,600,000 in tax increment bonds for this TIF district.

Grain Belt TIF District Budget

SsSources Up-Front Over Time
Bond Proceeds $ 5,600,000
Tax Increment $ 13,840,000
Capitalized Interest 620,000
Total Sources. . . . . . . $ 5,600,000 $14,460,000
Uses
Public Improvements & Demolition $ 4,750,000
Capitalized Interest 620,000
Discount & Costs of Issuance 230,000
Bond Principal --- $ 5,600,000

Bond Interest 5,235,000
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Affordable Housing Outside TIF District 2,241,000
MCDA Administration 1,384,000

TotalUses. . . . . . .. $ 5,600,000 $14,460,000




